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OCEAN FREIGHT RATES 

AND THEIR CONTROL THROUGH COMBINATION 1 

THE sea is free, and in a consideration of its freight rates 
the cast-off theories of land transportation are found to 
apply to its principal lines of trade. The most pro- 
nounced change in the theory of land transportation is the 
growing recognition of the fact that competition is not the con- 
trolling force that it was once supposed to be. Upon the ocean, 
on the other hand, the theory of free competition still finds ap- 
plication. The reason for this difference between land and sea 
transportation will be most easily seen if one considers for a 
moment what constitutes the unit of transportation by land and 
by sea. Upon the ocean it is a single ship. Ports are open to 
all ; the ocean is a free and toll-less highway upon which the 
ships of all nations may and do come and go at will. Upon 
land the railway train renders the similar carrying service, but 
the carrying unit is the railroad itself complete from end to 
end. The equipment for carrying a ship's cargo 3000 miles is 
not ten per cent more costly than that for carrying it across a 
narrow channel. The cost of equipment necessary for supporting 
a train may be roughly put at 50 to ioo per cent of the value 
of the train for every mile it goes. Before a train can be run 
3000 miles there must have been years of labor for the build- 
ing of 3000 miles of railroad, requiring the investment of one 
to two hundred millions of dollars in roadway, terminals, 
branches, feeders, repair shops, etc. A new competitor for this 
same 3000-mile service must expend another hundred or more 
millions prior to running the first train and, as population in- 
creases, the cost of railroad building increases because of higher 
land values. Equipment for sea carriage becomes cheaper year 
by year through the progress of invention. Ocean transporta- 
tion investment requires the ownership of vehicles only — move- 

1 Acknowledgment is hereby made of assistance received from the Carnegie Institu- 
tion in the collection of materials for this article. 
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able capital. Railway transportation investment is chiefly in 
the form of fixed capital — road. This heavy investment of 
fixed capital must earn dividends where it is placed or be almost 
total loss. In contrast to this the steamship or sailing vessel 
capital is the most mobile in the world. 

A discussion of ocean freight rates must be introduced by a 
comparison of the two distinct methods of operating ships and 
carrying on the transportation business: (1) charter traffic, in 
which the unit of operation is a single vessel working inde- 
pendently; and (2) line traffic, in which many ships combine 
to render one service. 

1. Charter traffic. — The fact that the sea is an open high- 
way enables any navigator to go where he will and engage 
singly in the carrying trade, if he wishes to do so. This abso- 
lute independence of the single ship has its economic advantages. 
No costs need be incurred except the necessary costs for the 
particular traffic in hand. In contrast with this the great steam- 
ship line must stick to its route whether harvests be good or 
bad. The ships must be advertised, and sent on their voyages 
as advertised, whether they be full of cargo or only partly full. 
The schedule is the soul of the line and it joins with many other 
costs to make the traffic of lines more costly than that of the 
individual vessel that is run with only the necessary costs of 
physical operation. If the shipper can deal in ship-load lots, 
he has no need of a liner. He hires a vessel of his own. The 
hiring is called chartering, hence " charter" traffic. The vessel, 
being always for hire, goes anywhere and everywhere, hence 
the name "tramp" traffic. 

The primary qualification of line traffic is regularity and un- 
usual speed. These entail costs, and there must be higher 
freight rates to make line traffic profitable. The primary object 
of tramp or charter traffic is cheapness with efficiency. There 
is room for both services. The exacting traffic, the traffic in 
manufactures and passengers, is increasing and with it the de- 
mand for line traffic and corporate organization. Along with 
this is the growing traffic in cheap and bulky goods requiring 
the service of unorganized cheapness. The trade of the pres- 
ent comprises many million tons of cheap and bulky raw mater- 
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ials which must be transported in great quantities and at the 
lowest possible cost. These usually go in ship-load lots as 
charter traffic. 

If steel rails, iron, locomotives or other heavy manufactures 
are moved in sufficient quantities, as is occasionally the case, 
they may become charter traffic, but the staple articles for this 
type of ocean work are grain, lumber, coal, ores, sugar, cotton, 
petroleum, nitrate of soda, jute, etc. This is absolutely a world 
trade. The chief market for wheat is Great Britain and the 
nearby parts of the continent, but this one commodity is shipped 
from the Atlantic ports of America from Galveston to Montreal, 
from San Francisco, Columbia River and Puget Sound on the 
Pacific, from the Argentine Republic and India and from 
Russian ports on the Baltic and Black Seas, from the Danube 
River and sometimes from Chile and Australia. Cryolite comes 
from Greenland; nitrate of soda from Chile; nickel ore from 
Caledonia ; iron ore from Arctic Norway and tropic Cuba ; jute 
from Calcutta ; wool from New Zealand ; sugar from Germany, 
Cuba, Java, Brazil and Peru. There is no ocean, no zone, no 
continent, no great island that does not contribute its threads 
to this world mesh which touches hundreds of ports and is 
constantly being threaded by thousands of ships, yet each of 
these voyages is a unit and usually made as the result of a 
particular bargain between the shipper and the carrier. Here 
competition reigns. 

A cargo is in the warehouse and a ship at the anchorage : 
what shall be the rate if the ship takes the cargo ? Both parties 
are after profits. If there is a cheaper ship in sight, the shipper 
takes it. If there is a better cargo in sight, the ship takes it. 
If cargoes are plenty and ships are scarce, the rates will soar to 
the point where it is cheaper to let the goods lie rather than 
move them at the increased rate. A 300 per cent rise in rates 
has occurred within a fortnight although plenty of ships were 
lying idle in the next ocean ; but they happened to be fifty days 
away and the goods had to go within a month. In this case for 
that particular traffic the idle ships did not exist, although the 
next month they might be on the spot and rates might come 
down again to their former level. If ships are plentiful and 
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cargo scarce, the ships bid for the cargo and rates go down and 
down. If profits cannot be made, the manager aims to cover 
expenses ; if not whole expenses, then small loss rather than 
great loss, and he ties his ship up only when his operating 
losses exceed the loss of absolute idleness with its rapid depre- 
ciation and interest and other costs. The charter rate is a mar- 
ginal rate. If there are ten ships and five cargoes, the cheapest 
ships get the cargo. If there are ten cargoes and five ships, 
only the highest paying cargoes can be moved. Fluctuations 
are, therefore, sharp and there seems to be a present tendency 
for rate depressions to be prolonged. There are several rea- 
sons for this prolongation. One is the appeal that the shipping 
business makes to the gambling instinct. There are seasons of 
great profit ; ships at times pay for themselves in a year. There 
are also years when there is only loss, but the great prizes serve 
as a magnet to draw too many people into the business. It is 
easy for a newcomer to get into the shipping business. It 
requires no special knowledge. A person needs only some 
capital and the accquaintance of brokers who will buy him a 
ship and other brokers who will secure her cargo on commis- 
sion. 

It is a custom in the business, especially in Great Britian, for 
an enterprising manager to form a stock company and build a 
few ships which the promoter manages on a salary or commis- 
sion. The ship builder or the public will often loan money on 
these ships so that the company has a divided financial respon- 
sibility in stock and bonds much like an American railway. 
The greater number of charter boats are apparently owned out- 
right, but when depression strikes the business and there is any 
tendency toward maintenance of rates the manager of a mort- 
gaged fleet is goaded to desperation by the knowledge that the 
holders of the bonds and probably of the stock also must have 
some satisfaction or his ships will be foreclosed and his company 
and his business wiped out. Thus the mortgaged ship is a rate 
depresser. 

Another factor tending to prolong depression is the cheapness 
of new ships. When the demand for new ships falls off, the 
ship builders face the necessity of turning off their men. To 



No. 2] OCEAN FREIGHT RATES 241 

prevent this they will build ships at a very low figure and keep 
their force together for better times.* During such periods of 
cheap ship building the manager of chartered vessels sees a good 
opportunity to provide himself with some thoroughly modern 
ships at a low figure and be ready for the hoped-for advance 
when it comes. If it does not come immediately, his new ves- 
sels, possessing all the latest economies and low capital cost, 
can be operated more favorably than older, less efficient and 
more costly vessels. The result of this reasoning and of the 
action which grows out of it is that the amount of building does 
not readily respond to depressions in rates, and these depressions 
drag on to great length because ship building continues in spite 
of them. The low rates which resulted from a number of causes 
in the spring of 1901 can scarcely be said to have had any re- 
lief till the autumn of 1905. Any signs of higher rates brought 
out idle ships from their moorings, and these ships promptly 
put the rates down to the dead level again. 

Why do not the owners of vessels for hire agree upon rates 
and maintain them? This problem is akin to that of universal 
peace among nations and really does involve the harmony of 
many nationalities. Will the Greek, the Turk, the Chinaman 
and the Hindoo agree with the men of Liverpool and London, 
New York, Hamburg, Marseilles, Genoa and Christiania, and 
will they all adhere to the agreement if they make it? What if 
the agreement leaves a man's ship idle while the other 98 per 
cent of the tonnage is busy with profitable voyages at the agreed 
rate? By the slightest shade of undercutting he can be deluged 
with cargoes. Will he abide by loss that others may profit? 
Even if the ship owners of the world should agree, and keep 
their agreement, there are a thousand other men now in their 
employ who know the business. Capital awaits investment. 

1 These changes in the price of ships and in the prosperity of the shipping business 
quickly respond to the state of the carrying trade. In 1900 the chairman of a British 
ship-building company in addressing his stockholders said: "A ship which four 
years ago could be built for 70,000 pounds today would cost J 00, oco pounds." In 
August, 1900, a freight steamer 11 years old brought at auction 30,000 pounds. In 
November 1901, after a break in rates, the same steamer sold for less than 18,000 
pounds. Site Lloyds' Weekly Gazette, Oct. 5, 1905, p. 638, and Fairplay, November 
21, 1901. 
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Ship builders will build new ships for any responsible party in 
a few months. Ships are always being sold so that you and I 
may buy some today, place them in the hands of a broker or 
agent whose business it is to find cargoes and manage ships, 
and behold there is competition again upon the sea. And the 
biting and absolutely controlling force of this competition lies 
in this: If 98 per cent of the shipping should be operated 
under a maintained rate agreement that gave good profits and 
there arose any dearth of cargo, the two per cent of indepen- 
dent ships with a rate a shade below the agreement rate would 
be desperately busy and profitably employed. All the idleness 
would be with the agreeing ships, the new building would be 
with the outsiders, the increase of idleness would be with the 
agreeing ships until their union perforce broke down because 
of the large number of idle ships in the union and the pros- 
perity outside of it. 

The line separating profit and loss seems to set the limit to 
which charter rates can possibly be raised by agreements among 
carriers. Above that point there is no need of agreements, 
since, if cargo is more abundant than ships, rates are high from 
natural causes and, if there is an excess of tonnage, the rate 
cannot be upheld for the reasons previously stated. This state- 
ment is borne out by the history of attempts at rate control and 
by the united opinion of ship owners themselves. 

The lack of successful rate control by the owners of charter 
vessels cannot be charged to lack of experience in cooperation. 
There is a large number of shipowners' associations in all large 
ship-owning countries and especially in England, where the bulk 
of this class of shipping is owned. 1 These associations exist 
for nearly all the purposes that can be attained by cooperative 
action. The annual report of one of the Liverpool associations 
for 1905 describes efforts to effect favorable legislation in Lon- 
don ; to change local harbor regulations ; to pursuade the govern- 
ment to take action on the policy of various foreign governments 
toward British shipping ; to change charter party forms (form 
of chartering agreement) ; to change coal trimming charges at 

1 In London alone there are at least nine such organizations. 
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Cardiff ; to reduce Suez Canal tolls, etc. One strong and grow- 
ing association exists only to fight organized labor and many 
associations are concerned chiefly with the ever present insurance 
question. They are often perfectly willing to spend .£5,000 in 
combating a case involving £100 and a precedent. One of 
these bodies — the North of England Protecting and Indemmity 
Association — reported that on December 31, 1905, there were 
enrolled in the association 2,470 steamers with a tonnage equal 
to about half of the total under the British flag. For some 
purposes at least the ship owners know how to cooperate. 

The recent prolonged depression in freight rates which began 
in the spring of 1901 has produced two serious attempts at 
charter rate control of an international character, and their re- 
sults help to show the limitations upon such efforts and their 
essential futility as producers of profitable rates. The condition 
of che shipping business in this period was such as to drive men 
into agreements, if any economic force could produce that re- 
sult. The shipping journals were full of letters, articles and 
editorials proclaiming the unprofitable conditions of the trade. 
The president of the Clyde Steamship Owners' Association de- 
clared in his annual address, January 20, 1903, that it was hardly 
possible to sketch out a round voyage on which a freighter 
could pay expenses. A British shipowner of much experience 
stated in March, 1905, that "on the average, British sailing 
ships of over 3000 tons (dead weight) have lost about £1000 
each per annum during the last three years and that smaller ves- 
sels have fared almost as badly." On December 29, 1904, 
Fairplay summarized the report of forty-nine tramp vessel own- 
ing companies for the year then ending. They had 393 vessels 
of 1,184,358 gross tons, capital £10,253,752 and debt £3,157,- 
128. Assuming 5 per cent interest on the indebtedness and the 
customary 5 per cent for depreciation, they would have required 
£140,040 more than their total earnings to avoid a loss even if 
no allowance be made for income tax and management ex- 
penses. A month previous to the publication of the digest of 
these reports, the same journal had declared editorially that, 
" taken upon the whole, tramp tonnage is being run at a disas- 
trous loss." At the end of 1903 a similar analysis of thirty-six 
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companies showed results like those cited above, and six of the 
thirty-six had actual cash loss for the year on operating ex- 
penses, to say nothing of expenses of management, interest on 
bonds, depreciation or dividends. 

In such times as these anything tending to improve the con- 
dition of rates was eagerly snapped at. The French bounty-fed 
sailing ships, receiving a government bounty that paid almost 
enough to run them, were in a position to make competition 
exceptionally ruinous for British and German ships of the same 
class. There was an international conference of these sailing 
vessel owners in Paris in December, 1903. It drew up a con- 
stitution for the "Sailing-ship Owners' International Union", 
which was to become operative when subscribed to by the own- 
ers of 75 per cent of the shipping involved. The organiza- 
tion, with headquarters in London, was formally launched in 
June, 1904, when the first rate committee announced the sche- 
dule of minimum rates for the guidance of its membership. The 
circular sent to the members in June, 1905, states that 

The Sailing-ship Owners' International Union . . . has to do only with 
vessels of 1000 tons net register and upwards, and the control of the 
union is in the hands of an international committee, the members of 
which are appointed annually by the various nationalities in agreed-on 
proportions. 

Although it is obvious that much good work might be done in many 
directions by such an international association, the only object of the 
union for the present is the binding together of sailing-ship owners not 
to accept less than certain agreed-on rates of freight for the principal 
homeward voyages in which sailing-ships engage, and members of the 
union are bound under a penalty not to charter their vessels at a lower 
rate than the minimum prescribed by the committee of the union for 
any particular voyage. 

The intention of the union is not to push up freights to such an ex- 
tent as to oppress shippers or check business, but to prevent the ruinous 
competition which has come into the business and reduced freights to 
such a point that they could not possibly pay expenses, and in many 
cases were leaving heavy losses to owners. 

The union was originally started on the basis of not less than 75 per 
cent of the British, French and German tonnage interest being in- 
cluded, but for 1905 the percentage has risen to 87 per cent. 
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By November, 1905, the seventh freight circular had been is- 
sued, but most of the rates had remained unchanged, except to 
permit a small reduction to cargoes of over 2500 tons. The 
organization is still in healthy existence. Its limitations become 
apparent when it is noted that it applies only to the longest 
voyages, namely, the Pacific coast of North and South America, 
Australia and New Caledonia to Europe, and that it covers only 
the return voyage, leaving absolute freedom for the outgoing 
voyage and for all other trades. 

A shipowner who had been influential in promoting the Union 
said of it in a letter in December, 1905 : 

This Sailing-ship Union would never have come into existence if it had 
not been for the French sailing-ship bounties and the absurd manner 
in which these bounties are paid. If the French ships had been com- 
peting on level terms, there would have been no need of any union. 
So far as I know there has been no attempt on similar lines to control 
sailing vessel rates in the past, and I know of no combination among 
shipowners which has held together as this one has done. The mini- 
mum rates adopted are intended to prevent loss rather than make gain. 
In most cases they are lower than cost, taking into account the outward 
rates that have been ruling, and which, of course, come into the calcu- 
lation for the round voyage. The idea of the union, however, has 
been, if possible, to steady the freights, interfering as little as possible 
with the ordinary course of business and the natural fluctuations of the 
market. At the present time , unfortunately , the only place from which 
anything in excess of the minimum rate is obtainable is from Australia, 
the conditions of the markets on the Pacific coast both of North and 
South America being such that the minimum rate is barely obtainable. 
The minimum rate applies to vessels of 2500 tons, and for every in- 
crease on this size a slight reduction is allowable , as it was found that 
the larger ships could not get employment as long as the smaller vessels 
were available on exactly the same terms. 

As far as the members of the union are concerned, the minimum 
rates have been maintained wherever they have been fixed, say west 
coast North and South America and Australia. Unfortunately, owing 
to the want of cargo on the west coast of North America, and the ac- 
cumulation of tonnage in South America, various union ships have been 
unable to get the minimum rate and have required to move in ballast 
to some other part of the world where prospects were better. The 
small percentage of ships still outside the union, moreover, has at 
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various times caused trouble by cutting in just under the union rate. 
The prospects are, however, that for next year fewer ships will be out- 
side the union. 

An owner with a fleet of vessels in the union states its advan- 
tages thus : " I think you might put it that they provide for a 
small loss rather than a great loss. This has undoubtedly been 
for the advantage of sailing-ship owners ". The advantages of 
being among the few outside the union are shown by recent 
freight quotations. The San Francisco Chronicle, January 28, 
1906, states that " apparently anything willing to take less than 
combination rates is promptly picked up". On February 18, 
the same journal stated : " Freights continue lifeless to the 
United Kingdom as well from the north as from here. Char- 
terers are not willing to pay combination rates, and it makes a 
deadlock for the present". That deadlock means ships lying 
idle in the harbor, eating up the owners' bank account. If that 
were being tried when a two per cent cut on a profitable rate would 
give employment, it is not likely that the union would long sur- 
vive. 

The small scope and importance of this union as a force in 
the control of world rates appears from considering that it is 
limited ( 1 ) to minimum rates which are on a basis that affords 
no profit {e.g. wheat 22 s. 6 d. from San Francisco to Liver- 
pool) ; (2) to certain long voyages; (3) to returning voyage 
only; (4) to vessels of certain size only; (5) to sailing vessels 
only, when sailing vessels all told are not now doing over eight 
per cent of the work of ocean transportation. 

The same conditions of depression that drove the sailing ves- 
sel owners to Paris brought about a somewhat similar conference 
of steamship owners in Copenhagen in February, 1905. The 
success of the sailing vessel owners was one of the reasons that 
led to the assembling of those interested in the commerce of 
the Baltic and White Seas. This narrow geographic unit has 
corresponding to it what might almost be called a commodity 
unity also. The trade is predominantly in wood and lumber. 
The great world markets for oversea lumber are the United 
Kingdom, Germany, Holland, Belgium and France. This im- 
port trade amounts to more than 15,000,000 tons, and less than 
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a fifth of it comes from across the Atlantic. The remainder, or 
more than 12,000,000 tons, is shipped from Norway, Sweden 
and Russia. This is one of the greatest items in the world's 
trade. 1 

This traffic, while international, is little greater in geographic 
extent than is the traffic of the American Great Lakes. Some 
of the leading shipowners dissatisfied with unprofitable timber 
carrying, conferred for three days at Copenhagen in February, 
1905, and fixed a minimum scale of rates for the various ports, 
and then went back to their various countries to work up support 
for the scheme so that it might be put in force at another con- 
ference in June. In this they were successful, but only as re- 
gards the outgoing rate on lumber. The total tonnage affected 
by this agreement is only about 1,612,000 divided among 1,048 
steamships. Although this Baltic and White Sea agreement is 
purely local in character it is the most comprehensive among 
charter steamship owners that has as yet been seriously con- 
sidered. 

II. Line traffic and the transatlantic situation. — Line traffic 
upon the sea presents several distinct contrasts with the charter 
traffic in the matter of rates and the ease and extent of compe- 
tition which I have been considering. One of these differences 
arises because of the size of the unit of competition. In charter 
traffic the unit is merely a ship, while in the line it is a number 
of ships — enough to give a rival service. This may include a 
considerable number of large and expensive ships and an organ- 
ization of agents on the land to manage and solicit traffic. This 
fact of the size of the unit is a deterring influence in competition 
merely because it is easier to do a small thing than a larger one 
of the same kind. Other conditions of free competition remain 
the same. The same freedom of the sea and of port facilities 
exists, and for all line traffic the fundamental rate-governing 
force is competition in the form of charter rates. If the line 
rate rises, tramps flock in and even it up. This was clearly 
stated by Sir Thomas Sutherland at the sixty-third annual meet- 
ing of the stockholders of the Peninsular and Oriental Steamship 

1 American wheat exports amount to from four to seven million tons per year and 
sugar (about 2,000,000 tons) is our heaviest import. 
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Company, in December, 1903. In commenting on the low 
rates received that year by the line steamers of his great com- 
pany he said : 

But as a matter of fact, it is the world's tonnage at large, the cargo- 
carrying tonnage of the world at large, which dictates, or rather deter- 
mines the current rates of freight both by cargo steamers and by mail 
steamers, and we are simply dragged into the wake of that great move- 
ment, as, I suppose, the great American combine ' has already discov- 
ered by this time. 

This statement of the influence of the charter vessels upon 
the rate for line ships is very easily understood by noting the 
ease with whch a considerable share of line traffic may be di- 
verted to charter vessels or charter traffic to line vessels if the 
gap between the rates of the two services becomes too great in 
one case or too small in the other. Within certain limits the 
two must rise and fall together. 

A second difference is that line competition has an element 
of vindictiveness, retaliation or penalization unknown in tramp 
competition. The tramp can cut under the current rates, get 
her cargo and go. She has freedom from the direct rate effects 
of her action and there is no retaliation possible. If one line 
goes under the existing rate, it is probable that the others must 
do it also to get their share of the traffic. Then no one is any 
better off than before ; all are worse off from the reduced in- 
come and are ready to punish the party responsible for the loss. 
Consequently the rate-cut among lines often leads to a rate war 
during the continuance of which both parties lose heavily. 
There is accordingly often a common rate without any formal 
agreement. No one wants to cut the rate and run the risk of a 
rate war. The normal situation thus resembles more closely an 
armed truce than any other relationship. 

A third difference between the competition of the two types 
of service arises from the irresponsibility of the tramp manager 
with regard to demoralizing the market. As each bargain is a 
law unto itself, the manager may demoralize the market by his 

1 A reference to the financial difficulties of the International Mercantile Marine 
Company, which, despite its great size, had had little or no beneficial effect on rates. 
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rate making and sail his ship away into the great world, and her 
next contract may be made three months later in the antipodes. 
It will be under other conditions, probably little if at all affected 
by her present rates. It is otherwise with the liner. She is 
practically fixed to a certain route, she ordinarily sails from a 
certain port to a certain other port or series of ports and comes 
back again to repeat the same voyage. The line vessel that cuts 
rates must suffer the consequences because the line continues to 
do business in that port and must deal with the demoralized 
rates. The line has customers whose interests must be pro- 
tected. Shippers of course prefer the regularity of the line; 
and the natural law which makes the tramp irresponsible and 
the liner responsible forces a certain amount of parallel if not 
united action among the managers of lines. 

The common knowledge among a community of shippers 
drives to common action. It is necessary and inevitable that 
all ocean lines competing in the same port know what the others 
are doing. It is necessary because if they did not know of the 
actions of rivals, one carrier, by cutting the rate the smallest 
shade, would get the lion's share of the business. It is inevit- 
able that they know because of the constant search of the ship- 
pers and their brokers for cheap rates and their dilligent efforts 
to get contracts at the lowest possible rates. 

Starting with this fact of common knowledge and parallel ac- 
tion among obstinate rivals there is great variety in the stages of 
mutual action among steamship lines, ranging from rate agree- 
ments and division of territory to freight and profit pools. 
Theoretically it is easy to control the rates or traffic conditions 
among ocean lines. All that is needed is that the ocean lines 
that might compete shall agree on conditions and maintain 
them. In some trades this is practiced in all its simplicity, but 
the larger the trade, the greater the difficulty, a difficulty 
amounting in the case of the transatlantic trade to practical im- 
possibility so far as rates are concerned. 

There is probably less organization and less rate control 
among the carriers in the transatlantic trade than in any other in 
the world. At least four reasons appear as partial explanations 
of this condition : (1) the size of the trade; (2) the effect of 
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grain and raw materials; (3) the many nationalities involved 
and the consequent difficulty of their cooperation ; (4) inland 
freight differentials by railroads. I shall consider these in 
order. 

The stupendous size of the trade from America to Europe 
puts it almost or quite beyond the limits of what the human 
mind can grasp, control and weld into an agreeing whole. In 
1902 when the International Mercantile Marine Co. was form- 
ing it was stated that this trade was giving employment to 
about three million tons of shipping. The Morgan interests 
succeeded at great and probably ruinous financial sacrifice in 
getting possession of but one-third of this, and with it they have 
steadily met losses that threaten to engulf them. The remain- 
ing two million or more tons of shipping working here are pos- 
sessed by many owners having little common interest. 

For this trade the United States and Canada are one. 
American goods go down the St. Lawerence and Canadian 
goods go out by United States Middle Atlantic ports. The 
peculiar geographic form and transportation conditions of the 
center of North America make easy the access from the central 
region to the sea at any point between Montreal and New Or- 
leans and Galveston. If Montreal rates do not suit, the shipper 
in the central basin will turn to Boston or New York or Phila- 
delphia, or Baltimore or Newport News or New Orleans. The 
transatlantic traffic is, at its American end, one traffic despite 
the variety of the geographic factors involved in the trade of all 
America with all Europe, and a rate agreement to be successful 
must cover the whole. Possibilities of effective combinations 
are very different in a trade like that from the same coasts 
to Australia, which requires four or five steamers per month 
all from one port instead of fifteen or twenty per day from a 
long row of rival ports. The lack of any corresponding geo- 
graphic or commercial unity in Europe causes the carrying 
trade with America to fall at its eastern end into three main 
divisions: (1) the United Kingdom, (2) the continent, (3) 
the Mediterranean. The trade of each of these divisions with 
America makes the usual unit in rate problems and plans al- 
though they sometimes apply to the smaller unit of the carriers 
to a certain European port. 
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The second factor of confusion in transatlantic rates is grain, 
the great staple commodity in the transatlantic cargo. To 
begin with, this is essentially charter vessel cargo and the liner 
that gets it must bid down for it; hence the rate is prevailingly 
lower on line than on charter vessels. The line vessels make 
this sacrifice of space because grain serves as good ballast. A 
certain amount of it brings the ship down to her intended 
draught and causes her to sail better. In connection with 
higher class freight the difference is that between profit and 
loss. Grain, therefore, brings the line vessel in direct competi- 
tion with the tramp. If grain is abundant the ships can usually 
fill up at good rates ; but if it is scarce, many of the ships 
must have it at any price. There are cases on record of grain be- 
ing carried for nothing. With such an imperative demand rate 
agreements are difficult to enforce. The frequent fluctuations 
in the grain supply are familiar to all. The shipping on the 
Atlantic must be able to handle, when it comes, the large surplus 
above America's growing requirements. This surplus varies. In 
1904 the grain and flour exports from the United States to Europe 
amounted to about four and a half million tons. The preced- 
ing year the same commodities furnished seven and one-half 
million tons of freight. Since the grain trade is irregular in quan- 
tity, it renders the transatlantic trade hard to organize through 
rate agreements. The fact that the unit of shipment is large, 
usually tens of thousands of bushels, gives the smallest fraction 
of rate difference a deciding influence. 

In a trade as great as that across the Atlantic there are pos- 
sibilities of numerous small agreements which have limited 
scope but can yet do something to steady conditions in given 
grades of exports and benefit shipper and carrier alike. It 
is possible for two lines from the same port to have some 
kind of an understanding, and it is possible for the carriers 
to any one European port to get together, as do the London 
and Liverpool carriers. This is made easy and almost necessary 
by the fact that nearly all the freighting arrangements and final 
bargains for the New York lines are made on the floor of the 
Produce Exchange by freight brokers representing the shippers, 
and the agents or representatives of the steamship lines. Not 
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only are New York freight bargains, and therefore rates, made 
there, but nearly every steamship line sailing from America, 
whether it be from Montreal or Galveston, is represented. 
Most of the important American railroads also have representa- 
tives there trying to get seaboard work for their lines. It is 
therefore physically easy for the representatives of any group 
of traders to get together, and temporary agreements without 
number have been made and constantly are made. 

The carriers are always seeking agreement rather than com- 
petition. Where two principals of competing services send 
their representatives on " change " in the daily search for freight 
it is with instructions to get the best rates that can be obtained, 
to work together to that common end and not rashly to disturb 
rates for the sake of a small lot of visible freight, as this causes 
dissatisfaction among shippers in addition to reducing income. 
Sane business demands as much. 

The freight market is governed in the main by supply and de- 
mand, but the minor adjustments are made by continuous confer- 
ence. One agent on the floor of the exchange says to the repre- 
sentative of a rival line : " We are holding for 8/ on flour for next 
week's sailing. What are you booking for " ? " "j\6 " " Well you 
are making a mistake, you had better hold for 8/." "All right, we 
will, if we can." A day later the second party may announce to 
the first that he is not getting any flour at 8/ and may declare his 
intention to quote a "]\6 rate. The first may or may not adopt the 
same rate, but for one day at least there has been an attempt 
at an understanding. Not a stroke of writing is involved, no con- 
tract, no penalties, no time limit, and there is perfect freedom 
of secession. The traders to any city or country may get together 
daily or weekly and make agreements to last till the next 
meeting. Sometimes the agreements are more formal and 
may last for a considerable period, but their existence at best is 
precarious. For example, about 1880 there was a Liverpool 
agreement (minimum) on grain along the Atlantic seaboard- 
Port by port it was broken at all the " out ports " but still stood 
at New York until at last a firm of brokers bought a steamer 
badly in need of repairs which were to be made in England. 
She could get no freight at the agreed minimum and her owners 
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cut the rate a farthing, took the cargo and ended the agreement 
which had until that time been observed. 

It is more than accident that the name of an ocean freight 
agreement is a " conference " as the " South African Shipping 
Conference " or the " Transatlantic Shipping Conference." The 
name is indicative of the method of formation and often of the 
actual result. There has been a " Transatlantic Shipping Con- 
ference " since 1868. As the date indicates it was the out- 
growth of the disturbances of the American Civil war and of the 
final triumph of the steam lines over the sailing lines in this 
trade. This conference has attempted little in the direction of 
the formation and regulation of rates. It has busied itself with 
numerous other matters of importance to all Atlantic carriers. 
For example, it has worked for changes in the printed form 
of bills of lading for the benefit of the carrier ; it has secured a 
practically uniform bill of lading; it negotiated with the Na- 
tional Lumbermen's Association for certain improvements in 
the method of receiving and inspecting lumber for export ; it 
acts in behalf of all in regard to legislation on quarantines, 
channels, etc. In 1902 this conference, with operating head- 
quarters in New York was made the mechanism for the carry- 
ing out of a minimum freight agreement to the United King- 
dom which was made in Liverpool and planned for the relief of 
all interests. The transatlantic carriers were suffering from a 
rate depression which in twelve months had cut their earnings 
from exceptional prosperity to hopeless loss. At one time this 
agreement included forty-six lines and services. 

The rate agreement involves of necessity a rate classification 
— a task beset with difficulties. One commodity may be inci- 
dental to one line and fundamental to another. For good 
loading and best income a ship must have a mixture of heavy 
and light goods. A ship full of wooden ware or furniture would 
ride high in the water with unused buoyancy. She would even 
be in grave danger of overturning. A shipload of steel rails 
would leave three-fourths of the hold space absolutely empty. 
By combining these two classes of freight a ship can carry at 
one time three-fourths of a full cargo of rails and three-fourths 
of a full cargo of light goods, and at the same time be in the 
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best possible shape for safe navigation. This advantage of mixed 
cargo gives the loading agent a perennial but ever-changing 
problem. He is seeking some particular kind of freight to 
complete a ship's cargo ; having already made good contracts 
for light goods, he wants a thousand tons of heavy cargo to make 
the ship ride well. He must have it, and it may be that the 
contracts already made provide almost enough income for the 
voyage. He would willingly, therefore, cut the rate to get 
heavy cargo. But there stands the agreement, and the heavy 
goods can only be had at forbidden rates. The attempt to lay 
down a classification for the numerous lines and services results 
every day in some firm having a strong desire to break the 
rate on some commodity, and in the course of time every 
shipper desires at some time to break almost every rate. 

Shipowners are not prone to make public the details of their 
little known business and it is fortunate for the writer's purpose 
that the Atlantic Shipping Conference got dragged into the 
Interstate Commerce Commission hearings on differential rates 
to the various Atlantic ports. The detailed history of this 
agreement as narrated in testimony before the Commission r 
reads like a description of an attempt at making ropes of sand. 
The original agreement, made in Liverpool, January, 1902, was 
signed by nearly all lines plying between the Atlantic seaboard 
and the United Kingdom and the testimony showed that lines 
not signers were, at the beginning at least, observing the same 
rates. The agreement showed its inherent weakness by provid- 
ing that 

Any of the signers may withdraw from same at the expiration of 
fourteen days after the receipt by others of his or their desire to do so, 
and the withdrawal of one shall ipso facto release the others from their 
obligations under this agreement unless they may otherwise deteimine. 

The inherently competitive nature of their business drove the 
companies to this device of unanimous consent to any action, 
and unanimous consent, as may easily be seen, reduced the 
sphere of action to small proportions, but without it no agree- 

1 Differential Freight Rate Case 746, N. Y. vol. i, May 18-20, 1904, pp. 303-502. 
See also N. Y. vol. ii, June 20 and 21, pp. 1002-1042. 
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mentwas possible. The life of the agreement was one rapid 
series of adjustments and readjustments, concessions and com- 
promises, made necessary to heal the dissatisfaction of some 
line which had served notice of its intention to withdraw. 
Finally, after an existence of two years and four days, a break 
in rates brought about such a condition that the final meeting 
of the conference found that there was no proposition upon 
which they could unite, although several of the many attempts 
were negatived by the votes of but one or two lines. The 
agreement was thereby ended, but the carriers to London met 
again the same day and continued the agreement so far as the 
American trade to that port was concerned. 

During the life of the general agreement the committee of 
management had frequent meetings in New York and some 
changes were affected by correspondence through the secretary's 
office. Rates were promulgated for trial during two or three 
weeks, and the life of the agreement was continued from meet- 
ing to meeting, These extensions never covered so much as 
one month, and one week was the more common period of their 
duration. The rates were fixed with differentials to make living 
conditions for all ports. This included the right to adjust out 
of the rate any marine insurance differences between the port 
in question and New York and Boston. From time to time 
difficulties arose and concessions in rates would be granted, 
permitting the carriers from a certain port or ports to cut the 
rate a certain amount to secure a prescribed maximum amount 
of named articles of freight in order to get ballast, after which 
the usual rates were resumed. The converse of this was also 
practiced when certain ports refused to carry certain commodi- 
ties for a period so that other ports might get their share. This 
refusal to carry was brought about by the mere quotation of a 
rate sufficiently high to drive the freight to the ports agreed 
upon. Witnesses stoutly maintained that there was no percent- 
age division of traffic, and minutes placed in evidence showed 
that the following motion was lost at the last meeting of the 
conferees: "That a committee be appointed to arrive at some 
equitable way of dividing the results of the traffic, if not by a 
physical division, then by pooling the earnings." 
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Special agreements to change temporarily the conditions of 
shipment from certain American ports were duplicated by sim- 
ilar agreements concerning the carrying of goods to certain of 
the European ports. The agreement covered only named 
articles ; the list was occasionally changed, or the rates on 
single commodities altered. At times the desire to compete 
would be gratified by withdrawing the agreement on a certain 
article or articles for a named period, and when the London 
agreement succeeded the general agreement, February 4, 1904, 
it postponed the enforcement of its rate on flour until May 1 . 
It must be borne in mind that these rates were minimum rates 
only. Higher rates were always hoped for, and in at least one 
case they were definitely recommended by the conferees. The 
changing nature of ocean rates and the method of their making 
is indicated by the telegram from the Allen line at Montreal 
to the secretary of the conference, stating that " We are ac- 
customed to revise our rates weekly on Fridays, in conference 
with the other lines [at Montreal]. The rate on sacks [flour] 
to Liverpool will be discussed tomorrow, and the result will be 
communicated to you by telegraph." 

In summary it may be said that the minimum freight agree- 
ment did control rates from the Atlantic seaboard to the United 
Kingdom for two years. The agreement practically covered 
only articles essentially requisite as ballast cargo. The owners 
intended by this so-called minimum agreement to lay down the 
principle that they would rather not carry than go below the 
rates they named. To show the economy of transatlantic ser- 
vice it is only necessary to state that the minimum on flour was 
8.44 cents per hundred pounds, and on provisions (meats') 
$2.50 per ton. 

Even this feeble minimum freight agreement was rendered 
nugatory by the American railway differentials between the 
interior and the seaboard. Montreal, Philadelphia, Baltimore, 
Newport News and Norfolk had since the early eighties, as a 
result of railway agreements, a lower rate on heavy articles than 
New York, Boston or Portland. The ocean freight agreement 
had this differential to deal with. In the beginning the full 
differential of three cents per hundred on flour was equalized 
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by adjusting ocean rates, thus establishing a common through 
rate to Europe via all ports. Later the inland differential was 
reduced gradually to one-half, but in the end it was on this 
point that the 1902 agreement was wrecked. The end was due 
to the demand of a Boston line for full equalization in through 
rates by ocean adjustment. This was declined by a line from 
Baltimore, which refused to submit to sea differentials that 
absolutely wiped out the advantage of the land differential. 

As stated above the disruption of the general agreement in 
February, 1904, was not the end of the practice of rate agree- 
ments. It was the end of the service of the Transatlantic Ship- 
ping Conference as the means for conducting a rate agreement. 
The general federation broke up into practically the component 
parts that had formed it, and these went on as before. The 
London traders met immediately and continued the agreement 
so far as it affected them and their agreement is still in opera- 
tion. The Glasgow traders and various other traders after the 
general break gathered themselves together as before and made 
and informally maintained their agreements. Forty-six services, 
embracing all the complications of the trade of a continent, 
were too many to be harmonized under one management — at 
least at the first attempt. 1 

A complicating element in any such rate agreement as that 
described above is the ownership of steamship lines by railways. 
The Canadian-Pacific openly owns a transatlantic steamship 
company and other transatlantic lines are practically in the same 
condition. These lines are particularly hard to satisfy in any 
ocean rate agreement because the motives of their managers 
differ from those dominating the purely ocean carriers. The 
railway steamship line is merely a feeder to the vastly more val- 
uable railroad. The combined management can easily afford to 
lose some money on the ships to get more freight for the rail- 
road. Private car lines and their mileage rebates and other in- 
direct cuts in through rates have also entered in as factors here. 

1 Space prohibits any detailed narration of the agreements and wars in the trade of 
the United States with the continent and with the Mediterranean. It should be 
noted that the scope of the operations of the Hamburg-America Company and its 
monopoly of the port of Hamburg makes it a conference in itself. 
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The result is that satisfactory agreements are made with extreme 
difficulty between steamship lines that are bona fide investments 
and those that are mere props to a modern American railroad 
system. 

This adjunct — an ocean carrier with different and additional 
motives for cutting rates — has moreover easy means of hiding 
its policy. For practical purposes the through rate from the 
inland point to Europe may be easily cut. The other steam- 
ship lines may remonstrate, and be informed that the ocean rate 
is being maintained. This may be literally true ; but since the 
railway and the steamship line are financially one, a cut in the 
railway rate has the same effect upon competitors as a reduction 
in the steamship rate. 

The formation of the International Mercantile Marine Com- 
pany was intended to effect savings through consolidation and 
to control transatlantic rates. During the period of the Boer 
war ocean rates everywhere were prosperously high and all 
carriers made unwonted dividends and added phenomenal sums 
to their reserve funds. In the spring of 1901 rates went down 
to the loss point and with large ship-building operations still in 
progress there was no relief in sight. Early in 1902 the mini- 
mum rate agreement was made, but it was never counted upon 
as a dividend earner. It was made merely to prevent rates 
from sinking below the cost of handling in and out of the ship. 
During this same winter and spring the Morgan combination 
was in process of negotiation and formation. The aim was to 
make it as large as possible ; large enough to exercise, with the 
aid of its German allies, a controlling, supporting and steadying 
influence on rates for both passengers and freight. There was 
apparently no idea of excessive monopoly rates, but there was 
confidence of easy control and of avoiding rapid fluctuations and 
the low points of depression that had at recurring intervals been 
bringing loss. The path to this goal was beset with difficulties. 
In the first place, some of the lines that were bought could be 
secured only at extravagant prices, and the capital was still 
further increased by stock-watering in the style of franchise- 
tenure finance. The Cunard line, one of the greatest factors 
in the North Atlantic and from this distance apparently an es- 
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sential to the success of the venture, could not be bought be- 
cause the stock was in strong hands. The alarmed British 
nation came to the rescue with new mail contracts and loans at 
low rates for new and faster ships. 1 The two great subsidized 
German lines, with the personal backing of the emperor and 
the strong financial and moral support of the rest of the govern- 
ment, appear to have been impressed by the promising force of 
the new undertaking. They made an offensive and defensive 
alliance with the combine, and later joined with them in the 
purchase of the Holland-American line, leaving the French line 
the only remaining continental interest of the first rank, and 
with it they have apparently since concluded a firm alliance. 

As a rate controller the great corporation of Mr. Morgan and 
Mr. Griscom has been a failure. Ocean rates showed no indi- 
cation of new influences in the autumn of 1902 when the new 
company went into operation. The combine and its allies have 
had to deal with a world condition of depression in ocean rates, 
and they have had the lively competition of the Cunard line, 
which has had a more independent attitude than any of the 
other and smaller independent lines. It is an old, well estab- 
lished, conservatively financed and admirably located line, 
which is in a position to hit back with equal or better force after 
every move the Mercantile Marine or their associates may make 
in competition against it. The fast services of the combine are 
rivalled at Liverpool by that of the Cunard, and the continental 
emigrant business is drawn off at the Adriatic side door. The 
Cunards could not be absorbed at formation, they have not 
been coerced by competition and rate wars, and the conditions 
of truce under which the rivals have at times been acting in the 
intervals do not seem yet to have reached a basis for long dura- 
tion. In addition to Atlantic competition, the International 
Mercantile Marine Company, which is essentially a carrier from 
Atlantic ports, has had to meet the vigorous and uncompromis- 
ing efforts of the Illinois Central and other Gulf railroads in 

1 The general public thought this was a great aid to the Cunards. Some of the 
New York leaders in transatlantic shipping think that the government agreement is a 
handicap to the Cunard line because in consequence of it $13,000,000 are tied up in 
two ships. 
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building up Gulf commerce in bulk goods at the expense of the 
Atlantic ports. 

The independent, competitive and chaotic condition existing 
among the lines connecting the United Kingdom and the United 
States is in very marked contrast to that of the continental 
American carriers. There are but two German transatlantic 
lines of importance — the North German Lloyd and the Ham- 
burg-American. They represent the culmination of a series of 
consolidations that ended competition in their respective ports. 
They never actually wage war on one other, and where their 
pockets are affected they are astonishingly agile in getting the 
best results for both, yet standing together to prevent encroach- 
ment by any new concern. With their close traffic understand- 
ings and pooling arrangements, with their alliances with the 
International Mercantile Marine Company's Red Star line 
and the French line, and with the joint control of the Holland- 
American line, a remarkable front is presented by these five 
dominant companies in the continental freight business. 

A freight classification in the ocean-carrying trade is a sign 
of great stability. The shipowner in the Liverpool-New York 
trade hardly knows what freight classifications are. His life is 
a turmoil and a scramble for freight. He cannot make a classi- 
fication because the exigencies of his competitive business would 
make him break class i before he had completed class vi, so 
he does not classify. But the Germans do. The North Ger- 
man Lloyd and its three partners just mentioned have a west- 
bound freight classification of six classes. That for 1906 was 
printed and distributed in New York in November, 1905. It 
divides freight into six classes and it is currently reported in 
shipping circles that the rates are maintained as announced. 

The character of the goods has a profound influence on rate 
making and classifying as is shown by the different practices of 
the Germans in the east and west-bound trade. They can main- 
tain a rate going west but do not attempt to do so on east-bound 
traffic. The difference is largely due to the character of the 
freight. The trade to the west is largely valuable manufactures 
which can pay high rates. It is in these goods that the classi- 
fication holds. The six classes do not provide for all articles. 
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Heavy freight is almost excluded from the classification and re- 
served for special arrangements which are estimated to cover at 
least 25 per cent of the traffic of one of these lines. As the 
east-bound freight is nearly all heavy freight, it is all reserved 
for special arrangements. This is necessary because goods of 
this character cannot bear high freight charges and would go to 
their destination by transhipment from British, Dutch, Belgian 
or French ports if the German lines were not free to meet the 
current rates. The freight rates on west-bound goods, though 
high per ton, are really low in percentage of value of the goods. 
This high value makes it unprofitable for much of this class of 
freight to lose any time in following slower, more devious, but 
cheaper routes. Hence it becomes the easy prey of the carriers 
with agreements and classifications. The London carriers are 
unique among British-American carriers in that they have a 
freight classification. It has seven classes and was formed in 
1 90 1 by crystallizing the results of long practice. It is in- 
structive to note that it is in a trade controlled by few and 
strong hands, and it covers but an estimated 10 per cent of the 
traffic — the higher class manufactures. On the other 90 per 
cent, the agreeing London carriers feel that they must be free 
to meet the market, which sets the rate for all freight moving 
in great quantities. 

Why do the ocean carriers from Germany to America agree 
so completely while those from Great Britain compete so con- 
stantly? There are at least three reasons that may be cited in 
partial explanation. The first is the much smaller size of Ger- 
man maritime operations and the smaller shore-line that this 
commerce serves. In Germany there are but two ports engaged in 
Atlantic foreign trade, and agreement is geographically simple. 
In England there are three different coasts and at least six ports 
of the first magnitude and many smaller ones, and each strives 
to get a larger share of the national commerce. The second 
reason may be found in the national characteristics. The 
Englishman loves his independence and will undergo financial 
privations to have it. The third reason is the influence of the 
German government. The great German steamship companies 
are probably more nearly a part of the government than any 
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other important lines in the world. They receive heavy sub- 
sidies and are benefited by the great desire of Germany to be a 
sea power. A part of the subsidy is in the form of special rail- 
road rates on export goods on the government railways. The 
personal side of this government relation, the lively interest of 
the German emperor, who uses the great force of his personal 
and social prestige to uphold this branch of German sea power, 
is also important. 

Will the greater part of the carrying trade upon the North 
Atlantic ever be controlled by stable agreements ? As has been 
previously pointed out, the difficulties are many, but the chances 
of agreement seem better for the future than they have ever been 
in the past. Several reasons for this may be mentioned : 

1. The companies are steadily getting larger and the time 
has now been reached when the agreement of seven or eight 
interests would produce a minimum agreement that might hold 
if a satisfactory freight classification, omitting grain and flour) 
should be made. 

2. Grain, long the great staple of the east-bound trade, is now 
becoming of less relative importance in the trade because of the 
great increase in manufactured goods. This freight change is 
favorable to rate control because manufacturers will stand a much 
higher and more steady rate than that paid by grain. 

3. Recent improvements in ship building have practically 
emancipated the newer ships from their old dependence upon 
grain. When they had to have it as ballast, they were willing 
to bid low to get it. Now the newer ships admit water into 
their ballast tanks, and they no longer depend on grain if it does 
not pay them as freight. The lowest mark in grain from New 
York to Liverpool occurred prior to 1890 before the general 
introduction of water ballast. 

4. The losses of the last great depression have brought home 
to the ship-owning fraternity the necessity of some protection, 
and they have had some rather valuable object lessons in the 
various attempts that have been made to alleviate the situation. 
One of these object lessons is the passenger agreements which 
have been much more successful than the freight agreements. 

There are some principles any freight agreement must observe. 
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It must limit itself to a minimum and there must be rather fre- 
quent readjustments of rates and of traffic divisions. It is be- 
cause of the necessity of readjustments of traffic divisions that 
most of these arrangements in other trades have come to their 
end. The steamship companies will probably have to do as the 
railroads do, agree on a rate, but compete in some of the other 
forms that competition may take, readjusting their agreements 
with resulting changes in conditions. The aim of steamship rate 
agreements should be to maintain living rates and leave all parties 
free to grow and develop and then readjust without a resort to the 
rate wars which now come so easily. This is no simple task, and it 
is further complicated by the fact that it is impossible to establish 
and maintain a rate which prohibits the export of produce to 
a competitive market. Those interested in shipping think that 
they have been much more ready to make rate concessions for 
this than the American railroads. This is, of course, in part 
because while the railroads, during the last five years, have been 
crowded with domestic traffic, the steamship lines have been 
sorely pushed for freight. 

The prompt concessions made by the Atlantic steamship lines 
have unquestionably rendered a valuable service to America's 
export trade. As one carrier expressed it: "If the hog crop 
in Austro-Hungary is larger than usual, it affects the provision 
market of the whole continent, and we have to reduce the rate 
on Chicago packing-house products to get them on the market. 
And the rate on southern cotton-seed oil is always the same as 
the rate on provisions." The tremendous force of competition 
and the steadily growing passenger traffic have made astonishing 
improvements in the service and the ships. The economies of 
size and the demand for it on the part of passengers is bringing 
to the North Atlantic an increasing fleet that is not likely to be 
for any long period unable to cope with a freight traffic which 
is declining in bulk. The future promises a continuance of the 
conditions that make for rate concessions for exports and which 
permit the maintenance of satisfactory rates only through some 
form of agreement. 

J. Russell Smith. 

University of Pennsylvania. 



